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An Empire Is Crumbling, and the Germans Are Getting All the Goodies 


By David Ignatius 


L ET'S PUT aside the emotional pic- 
tures of Germans dancing on the 
Berlin Wall for a moment and get 
serious. The reason the United States 
should provide economic aid to the Soviet 
Union and Eastern Europe isn’t because it’s 
a nice and decent thing to do. It’s because if 
we don’t, we may get left in the dust by our 
economic competitors. 

The simple truth is that an empire is 
crumbling. What caused this collapse, and 
how "real'’ are the peace-loving intentions 
of the current Soviet leadership, would 
make a good term paper for Vice President 
Dan Quayle. But the issue that ought to 
concern crass pragmatists right now, as we 
watch the breakup of the Soviet empire, is 
who will get the spoils? Who will be first to 
exploit the new markets and business op- 
portunities of the 21st century? On present 
evidence, the winner is likely to be Ger- 
many, followed closely by Japan. 

The Bush administration doesn’t seem to 
get this point. They act as if financing eco- 
nomic development in Poland and Hunga- 
ry— not to mention Mikhail Gorbachev’s 
Soviet Union— is a matter of altruism, of 
dping them a favor. Our economic compet- 
itors have no such illusions. They recognize 
that exploiting new opportunities is a mat- 
ter of national self-interest. 


“We’re doing ourselves a favor by invest- 
ing in Eastern Europe,” says Felix Rohatyn, 
managing director of Lazard Freres & Co. 
/We’re creating viable economies and new 
markets.” Or as Jan Vanous, head of the 
PlanEcon consulting firm, puts it: “This 
country is running a substantial trade def- 
icit. It’s in the interest of U.S. business to 
look for new markets.” 

The Germans certainly are no sentimen- T 
talists when it comes to Eastern Europe, as 
any student of the 20th century knows. The 
Germans understand that if you can buy 
relatively skilled labor for about 20 cents an 
hour (as you can these days in Poland) 
you’re crazy not to take advantage of the 
opportunity. They understand, too, that the 
nation that can help the Soviet Union con- 
struct a modem economy on the ruins of its 
present mess may be able to dominate the 
global economic system in the next century. 
Perhaps that’s why the Germans were help- 
ing the Soviets build a natural gas pipeline 
in the early 1980s, long before Gorbachev. 

Lech Walesa, who likes to describe him- 
self as a simple electrician, put the nuts- 
and-bolts case pretty well in a session at 
The Post last week: “In Eastern Europe, a 
great business deal can be made. The ques- 
tion is: Will you use the opportunity? Do you 
want to use it?” 

The scramble for Eastern Europe is on, 
whether we join in or not. It’s a bit like the 
race of the great economic powers of the 
19th century to exploit the new markets of 
that time. They hovered over the Ottoman 
Empire, that era’s “sick man of Europe,” 


like a flock of vultures, waiting to devour its 
pieces. They rushed into each new area of 
the world that was opened to trade — India, 
China, Japan, Africa— convinced that their 
nations’ economic destinies depended on 
seizing the moment. 

W hat role will the United States play 
in the newly emerging system? 
Will we be the Great Britain of the 
new order, aggressively exploiting new op- 
portunities? Or will we be the Spain, dog- 
gedly maintaining an expensive and out- 
moded pattern of trade and empire? That 
was the question posed by Paul Kennedy in 
his recent book ’The Rise and Fall of the 
Great Powers,” and each passing month has 
brought his thesis into sharper focus. 

The danger for the United States is ob- 
vious: Having built an economy geared to 
the production of exotic weapons — and 
with it, a political infrastructure that sup- 
ports lavish military spending— will we be 
unable to make the transition to an alter- 
native order? Will we continue building our 
bombers and aircraft carriers, to the cheers 
of generals and admirals and defense con- 
tractors, even as the other industrialized 
powers rush to capture the new markets 
and opportunities? 

That is how empires decline, as Kennedy 
explains in his book. It is not a result of 
moral failure, or of any iron law of history. 
Great powers, on occasion, simply fail to 
adapt to changing circumstances — because 
they are top tired, too overextended or too l 
broke. 


We now have a moment — as the old or- 
der collapses in Europe — when we can 
measure the ability of the United States to 
adapt to change. How well are we doing? 
Alas, the evidence thus far is not encour- 
aging. Official American reactions to the 
revolution in Eastern Europe have ranged 
from "Whoopee! We won the Cold War!” to 
"Wait a minute! Is this for real?” to "Hey, 
this guy Gorbachev is pretty amazing /” No 
one seems to be asking the crass but essen- 
tial question: How can we exploit the new 
situation in Eastern Europe to our nation's 
greatest advantage? 

Most of our economic competitors have 
been asking this question for years, and 
have long since geared up for the new chal- 
lenge in Eastern Europe. Their represent- 
atives have been in Warsaw, Budapest, 
Prague and Moscow — making contacts, 
making loans, making business. Jan Vanous 
reports that as of Oct. 1, the number of 
Soviet joint ventures with foreign partners 
had reached 940, up nearly five-fold from 
191 registered last Dec. 31. West Euro- 
pean and Japanese companies account for 
595 of these joint ventures; the United 
States accounts for just 97. 

Vanous cites another index of America's 
relative disinterest in Eastern Europe. Of 
the approximately 500 clients that receive 
PlanEcon’s data on Eastern Europe, 75 per- 
cent are European or Japanese. And 
PlanEcon is based here in Washington! 

The Bush administration does seem to 
have a strategy of sorts, buried under the 
half-measures and bad syntax. In a more 
jingoistic era, it would be called "defeatism.” 

The premise of the Bush administration 
response to Eastern Europe is that the 
United States is, in fact, too weak econom- 
ically to play a leading role in rebuilding the 
economies of the East Bloc. Let the Euro- 
peans and Japanese do it, is the implicit as- 
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sumption. They have the money; they have >* 
the ambition. And they're the ones who ;• 
have been getting a free ride from us all .Jj 
these years. Let them be the new imperi- • 
alists, if they like — and let them pay the 
bills. 

David Calleo, a professor at the Nitze 
School of Advanced International Studies, 
summarizes the Bush administration ap- 
proach this way: "We are saying to the Eu- 
ropeans, ‘Look, it's your continent. We 
can't solve all your problems. You take the -- 1 
initiative . . . We are passing the primary 
responsibility for things to them. This is our 
equivalent of what Gorbachev is doing.” 

Given America's heavy deficits, argues 
Calleo, the Bush approach "makes a certain 
kind of sense.” To play a more active role, 
he says, "we'd have to borrow money from 
the Japanese to lend to the East Euro- 
peans.” -If 

Fortunately, a handful of American cor- 
porations don’t seem to be quite so "realis- ~ ' 
tic” as our politicians. What the British 
economist Joan Robinson called "animal ^ 
spirits” — which she regarded as the true _ 
source of economic development — still pre- 
vail in at least a few corporate boardrooms, v* 
General Electric has just plunked down]" 
$150 million for control of a Hungarian ) 
light-bulb company; Guardian Industries of ; 
Detroit is spending $100 million to build a 
glass plant in Hungary; the Pritzker family’s r. 
Marmon Group just bought a Hungarian ; 
trading company. j >> 

Don'tPtJjyese tycoons realize that America 
is a declining power? Haven't they read the - 
explanations of why America shouldn't try s . 
to take the lead in Eastern Europe? It’s too 
risky, we're overextended, it's the age of ‘ 
limits. What are they trying to do, anyway? . 
Exploit the situation? Take advantage of the 
Soviet Union's troubles? Why, it's down-,,; 
right un-American. . 




